The paper examines the long-run relationship between financial development, social development and economic growth in 15 Asian countries for the period 1961-2012.
Introduction
This study initiates a fresh look on the relationship between financial development and economic growth with a view to identifying stunning issues and contributing some suggestions about how these may be addresses in the future. The empirical literature on this issue utilizes two different econometric methodologies (Arestis and Demetriades, 1997) : cross-country regressions (CCR) and time series regressions (TSR). The CCR approach involves averaging out variables over long time periods and using them in cross-section regressions aiming at explaining cross-country variations of growth rates. Hence, in principle the investigator is able to estimate the average influence of the determinants of economic growth (see, for instance, Cole et al., 2008; Beck and Levine, 2004; Levine et al., 2000; Beck et al., 2000; Levine and Zervos, 1998; King and Levine, 1993) . On the contrary, TSR epitomizes the limitations associated with CCR and can detect the feedback relationships between the two (see, for instance, Mukhopadhyay et al. 2011; Ang, 2008; Goodhart, 2004; Levine, 2003; Levine et al., 2000; Greenwood and Smith, 1997; Demetrides and Hussein, 1996) . In this study, we deploy TSR to bring some new evidence on the causal relationship between financial development and economic growth.
The main innovations in this paper, compared to existing literature on finance-growth nexus, are two-folds.
First, the use of trivariate framework in which, in addition to growth and finance development, we incorporate social development. This marries the Granger causality literatures on the finance-growth nexus, social development-growth nexus and finance-social development nexus. The inclusion of social development in the financegrowth nexus is very relevant, as it is the ultimate aim of a particular country in the process of development. In fact, earlier economic growth theory argued that economic development is a process of innovations whereby the interactions of innovations in both the financial and real sectors provide a driving force for dynamic economic growth (see, for instance, Hassan et al., 2011) Second, we use composite index concept by deploying principal component analysis to study the interrelationships between financial development, social development and economic growth.
The rest of the paper is organized as follows. Section 2 highlights the methods of study. Section 3 discusses the empirical results. Finally, we summarize and conclude in Section 4.
Methods
We deploy two techniques to study the finance-social- Using PCA, eigen values, factor loadings and PCs are derived. Finally, the PCs are used to construct these two indices separately for each country for each year (see, for more details, Hosseini and Kaneko, 2012; 2011; Joliffe, 2002; Sharma, 1996; Manly, 1994) 
1 Panel Data Unit Root Test
We use LLC (Levin-Lin-Chu: Levin et al., 2002) and IPS (Im-Pesaran-Shin: Im et al., 2003) 
The t-statistic also asymptotically follows standard normal distribution.
2 Panel Data Cointegration Test
The concept of cointegration, introduced by Granger Step 2: Compute the residuals ( ) from the following regression:
Step 3: Compute ( ), the long run variance of :
Step 4 
(8)
Step 5 i ∀
3 Panel Data Granger Causality Test
The panel causality test, proposed by Holtz-Eakin et al. 
Empirical Results
The investigation starts with the integration and The estimated results depict the existence of bidirectional causality between financial development and economic growth. It is imparting to the support of both 'demand following' and 'supply leading' hypothesis of finance-growth nexus. This result is consistent with the earlier findings of Demetriades and Luintel (1996) , Demetriades and Hussein (1996) , Blackburn and Hung (1998) , , Levine (1999) The study further finds unidirectional causality from economic growth to social development. This implies that social sector development depends upon the level of economic growth. This results are consistent with the findings of Ram (1985) , Goldstein (1985) , Strauss and Thomas (1995) , Mazumdar (1996) 
Conclusion and Policy Implications
Understanding the policy implications of the nexus between financial development, social development and economic growth is of great importance in the development economics. Much still needs to be understood about the various integrations among these three in order for the policy makers to make the right decisions about the development policy.
We presume that financial development and economic growth is the key to long run social development. The debate is, however, whether they cause each other or they predict the level of social development in the economy. The existing literature provides, particularly on the causal nexus between financial development and economic growth, very inconclusive findings (see, for instance, Hassan et al., 2011; De Gregorio and Guidotti, 1995) . This study provides some Note2: All these indicators are used here as a proxy for "levels of financial sector development". 
